managers face increasing pressure to justify spending valuable firm resources on service recovery efforts (Cambra-Fierro, Melero, and Sese 2015) . Accordingly, we seek to extend knowledge on service recovery by considering two potential choices firms face in providing financial compensation after a group service failure.
With a group service recovery (GSR), the individual affected recognizes that all affected customers receive the same recovery, but for an individual service recovery (ISR), focal customers only know what their compensation is, and the compensation offered to other affected parties is not known (Zhou et al. 2013) . By distinguishing between these two forms of service recovery (group vs. individual), we then examine the contingent effect of compensation size on recovery satisfaction. Additionally, we show that the interactive effect between compensation size and recovery form is mediated by distributive justice. Furthermore, we draw on and seek to replicate Gelbrich, Gäthke, and Grégoire's (2015) ISR research, which reveals diminishing returns of compensation size on satisfaction; with our replication we show that GSRs also exhibit diminishing returns, but that the curve progression differs from ISRs. This difference for GSR vs. ISR is important because service firms might inadvertently allocate money to service recovery efforts without yielding a meaningful increase in recovery satisfaction. Our findings in turn show that after a GSR, service providers can achieve higher levels of satisfaction with lower compensation and that greater compensation levels are inefficient, as they do not substantially increase satisfaction. This finding contrasts with Zhou et al.'s (2013) postulation that it is always advantageous to frame an economic recovery effort as a GSR to imply fair compensation for everyone.
We begin by discussing the effects of compensation size on recovery satisfaction, expound on why we expect the two to be nonlinearly related, and briefly discuss the literature on recovery efforts in relation to GSFs. Then, we present our hypotheses and describe the research methodology as well as our empirical findings.
Conceptual Background

Compensation size and recovery satisfaction
Financial compensation is a useful, frequently applied means to achieve recovery after a service failure (Gelbrich and Roschk 2011; Grewal, Roggeveen, and Tsiros 2008; Roschk and Gelbrich 2017) . More compensation after a service failure generally results in higher customer recovery satisfaction (Hess, Ganesan, and Klein 2003; Smith, Bolton, and Wagner 1999) , due to differences in perceptions of the level of distributive justice (Gelbrich and Roschk 2011) . In equity theory terms, higher compensation positively affects customer perceptions of their outcomes (compensation received) and the service provider's inputs (compensation offered) (Hess, Ganesan, and Klein 2003) . Thus, for service failure and recovery, the level of distributive justice experienced will reflect the degree to which the customer perceives the recovery outcome to be fair (Gelbrich and Roschk 2011; Smith, Bolton, and Wagner 1999) . Customers compare recovery outcomes with the degree of inconvenience caused by the service failure to estimate its fairness (Mattila and Patterson 2004) . Therefore, greater compensation increases the individual's perceptions of distributive justice, given the same level of inconvenience (Gelbrich, Gäthke, and Grégoire 2015; Smith, Bolton, and Wagner 1999) , and distributive justice predicts the customer's satisfaction with the recovery (Gelbrich and Roschk 2011; Roschk and Gelbrich 2017; Tax, Brown, and Chandrashekaran 1998) , holding all else constant (e.g., severity). 1 1 Other justice dimensions have been considered in service recovery studies, namely procedural and interactional justice (e.g., Gelbrich and Roschk 2011) . However, because the specific question of group versus individual service recovery effects relates to social comparison processes and thus distributional perceptions, we focus on distributive justice as a process variable.
However, some past research indicates that the effect of compensation size on customer satisfaction cannot be described adequately by a linear relationship and questions the notion that more compensation will always result in higher satisfaction (Gelbrich, Gäthke, and Gregoire 2015; Hess, Ganesan, and Klein 2003) .
Nonlinear Effect of Compensation Size
Gelbrich, Gäthke, and Grégoire (2015) investigate compensation size and satisfaction after a service failure for an 'accepted service', that is, one that falls below the customer's expectations, such that the customer still consumes the product but the experience is diminished relative to its value-in-use. They find a concave relationship between compensation size and satisfaction after a service failure, reflecting the law of diminishing marginal utility with saturation. Thus, increases in compensation should have the greatest impact on customer satisfaction at low compensation levels. At higher compensation, further increases instead invoke continuously smaller gains in customer satisfaction. Gelbrich and colleagues (2015) affirm that recovery satisfaction levels reach a plateau after a certain compensation size. What has not been studied before is if a concave curve will describe the outcomes of both a GSR and an ISR, and whether and how these curves differ in concaveness.
Recovery after a Group Service Failure
After a GSF, a service recovery may be presented as a GSR, with a clear statement that every affected customer will receive the same recovery, or it may be presented as an ISR, in which case it is framed as a personal recovery for the individual involved. Some evidence exists indicating that a social recovery effort (e.g., an apology) should be framed as an ISR to produce maximum effectiveness, whereas an economic recovery effort should be framed as a GSR (Zhou et al. 2013) . Zhou et al. (2013) argue that a GSR provides the knowledge that other customers receive the same compensation, in contrast to ISR cases, which provide no such information.
Thus, GSR (vs. ISR) reduces the customer's uncertainty about whether the service provider is offering fair compensation. This notion is consistent with social comparison theory, which posits that people tend to evaluate their compensation through social comparisons with relevant referents (Festinger 1954; Gerber, Wheeler, and Suls 2018) . Thus, Zhou et al.'s (2013) findings would predict that an economic compensation will always result in more favorable customer outcomes with a GSR setup versus an ISR. However, we challenge this postulation by proposing that the recovery form does not exert a direct effect on recovery satisfaction but rather it interacts with other recovery characteristics, such as the amount of the compensation, to shape recovery satisfaction.
Specifically, according to social comparison theory, the GSR curve should be characterized by a steeper incline and a plateau at lower values on the x-axis (i.e., compensation size) than the ISR curve, because it sparks a focus on the compensation of fellow customers. This strong lateral social comparison may affect customers' judgments about the favorability of this comparison, consistent with the tenets of equity theory (Oliver and Swan 1989) , and may prevent them from experiencing greater satisfaction when compensation is further increased. The curve in the ISR condition instead should incline at a steadier rate and reach the plateau at a higher value on the xaxis (i.e., at a higher compensation size), than the GSR curve, because no social comparison is available, which makes the amount of compensation more relevant to customer satisfaction.
Compensation Size and Recovery Form
Prior research on the influence of compensation size after a service failure focused on the effect of compensation size on customer satisfaction, but did not differentiate between GSFs and ISFs (e.g., Gelbrich, Gathke, and Grégoire 2015; Smith, Bolton, and Wagner 1999) . It therefore remains unclear what role compensation size plays after a GSF in terms of relevant customer outcomes. In particular, it is unclear if the effect of compensation size after a GSF depends on the form of the recovery (i.e., GSR vs. ISR). Prior assumptions, implying a universally positive effect of GSR versus ISR (Zhou et al. 2013) , suggest main effects of compensation size and recovery form on recovery satisfaction; customers who receive a recovery should be more satisfied with it when compensation size is greater and when they receive the recovery as a GSR rather than an ISR. However, we instead predict an interaction effect between the recovery form (i.e., GSR vs. ISR) and compensation. In particular, according to fairness heuristic theory, the best type of information for assessing distributive justice comes from social comparisons (Collie, Bradley, and Sparks 2002; van den Bos et al. 1997) , such that people interpret relevant information about themselves and their current situation by comparing themselves and their own situation to those of others in similar situations (Collie, Bradley, and Sparks 2002; Festinger 1954 ).
With a GSR, the social comparison information about the compensation offered to other customers is available and salient. Thus, a customer can use this information to assess the fairness of the outcome (McColl-Kennedy, Daus, and Sparks 2003; van den Bos et al. 1997 ).
Here, we focus on a situation in which after a GSF every customer affected by the failure receives the same compensation during the GSR, which represents a lateral social comparison (Strickhouser and Zell 2015) . That is, all affected customers receive the same compensation for the same failure and they know it. The salient comparison dimension is social comparison, and the relative outcome for the affected customer is the same for any compensation size. In this case, the focal customer's justice perceptions and satisfaction are heavily shaped by the compensation size he or she believes all affected parties are receiving (McColl-Kennedy, Daus, and Sparks 2003; van den Bos et al. 1997) . Thus, perceived distributive justice and recovery satisfaction should not vary considerably across different compensation sizes. In other words, in a GSR, even small compensation sizes should be perceived as fair (owing to the lateral comparison) and increases in compensation likely invoke smaller increases in customer satisfaction compared to an ISR. Thus, following the findings from Gelbrich, Gäthke, and
Grégoire (2015), we predict diminishing returns on compensation size, but the rate at which the returns diminish should be greater for GSR than for ISR.
In contrast, an ISR offers no information about the compensation of other customers. In this case, customers will tend to use the absolute amount of compensation to weigh its value against the value of their loss (due to the service failure), thus estimating the fairness of the compensation (Bonifield and Cole 2008; Smith, Bolton, and Wagner 1999 ). An ISR does not provide any cues for making social comparisons, so customers only have the absolute compensation size to use in assessing the fairness of the recovery. More compensation indicates a better outcome and should result in increased customer satisfaction. In this ISR scenario, in the absence of social comparison information, recovery satisfaction should increase as compensation size increases, although with diminishing returns (Gelbrich, Gäthke, and Grégoire 2015) . More importantly, the return on additional compensation for an ISR should diminish at a lower rate than for a GSR. We thus predict an interaction of compensation size and recovery form, such that the relationship between compensation size and recovery satisfaction should be more concave in a GSR setting than in an ISR setting. Furthermore, we predict distributive justice will explain the hypothesized differences in the effects of compensation size on recovery satisfaction for GSR and ISR. Prior research found justice perceptions to mediate the effect of compensation size on recovery satisfaction (e.g., Gelbrich, Gäthke, and Grégoire 2015; Roschk and Gelbrich 2017) . Taking into account that customers judge the fairness of varying compensation sizes differently, depending on the recovery form, we expect distributive justice to mediate the predicted moderation effect of recovery form.
H1
H2: Distributive justice mediates the moderated effect of compensation size, by recovery
form, on recovery satisfaction.
Experimental Studies
We conducted two experiments to test our hypotheses. The studies differ in several respects, including sample, service price, type of service failure, and compensation size, to increase the generalizability of our findings. In the first study, we investigate the assumed nonlinear relationship between compensation size and recovery satisfaction, as well as the moderating influence of recovery form (H1). In Study 2, we validate these findings, rule out alternative explanations by including several control variables, and test the mediating role of distributive justice (H2). Both studies feature German respondents, and we used translations/back-translations by bilingual, native English speakers to modify all the scales employed in both studies. With a scenario-based approach, we follow prior service failure research (e.g., Albrecht, Walsh, and Beatty 2017; Gelbrich 2010 ) that notes their advantages, in that they do not require customers to endure artificially created service failures. Unlike Gelbrich, Gäthke, and Grégoire (2015) , who used six compensation levels between 0% and 100% (0/20/40/60/80/100), we use 7 percentage levels (0/17/33/50/67/83/100) to allow for a more nuanced assessment of the relationship between compensation size and recovery satisfaction.
Study 1
Study Design and Method
The aim of Study 1 is to empirically test H1. We thus evaluate the effects of different compensation sizes on recovery satisfaction in group and individual recovery settings.
Procedure. Study 1 used a 7 (compensation = €0, €10, €20, €30, €40, €50, €60)  2 (GSR vs. ISR) between-subjects experimental design. We applied a hotel context, similar to the one used by Gelbrich (2010) , in which the participant is asked to imagine a stay in a hotel for the price of €60. First, participants read the service-failure scenario which pertains to an unpleasant hotel stay due to waking up early because of noise. Then, they read the response letter which begins with an apology to the customer and contains the recovery form and compensation size manipulations. The detailed scenario descriptions appear in Appendix A. After the manipulations, participants responded to items capturing the dependent variable.
Participants. Graduate research assistants recruited students from a German university by approaching them on campus and asking them to participate voluntarily in a study on service failure/recovery; they were offered chocolate as participation incentives. The assistants recruited a sample of 511 participants (mean age = 22.87, S.D. = 3.83; 234 (45.8%) male, 277 (54.2%) female), who were then scheduled to attend a lab session. During these sessions they were randomly assigned to one of the 14 conditions. Fifteen participants recalled the wrong hotel price and thus were dropped. Of the remaining 496 participants, 268 were women (54%) with an average sample age of 22.9 years (SD = 3.85). Student samples are advantageous in reducing extraneous variance (because of relative sample homogeneity) and have been found suitable for scenario-based studies into service failures (e.g., Hess et al. 2003) .
Manipulation Check. As a manipulation check, we asked participants, "Who receives the compensation?" with the possible answers "only me," "me and other people," "only other people," "nobody," and "I don't know." In this sample, 102 participants (21%) did not answer the manipulation check correctly and were removed from further analyses, leaving 394 respondents; the demographic characteristics are essentially the same as those of the full sample.
Measures. We measured recovery satisfaction with three items (see Appendix B). Parallel to prior research on nonlinear effects of service recovery (Gelbrich, Gäthke, and Grégoire 2015) , we anchored the recovery satisfaction items on an 11-point scale (1 = "strongly disagree" to 11 = "strongly agree") to create adequate variance in the curve progression. An assessment of the scale's psychometric properties, as shown in Appendix B, indicates satisfactory levels of reliability and convergent validity.
Results
Prior research suggests using a square root function for models with diminishing returns (Deighton, Henderson, and Neslin 1994; Homburg, Müller, and Klarmann 2011; Nam, Manchanda, and Chintagunta 2010) . We thus estimated a structural equation model-in order to account for the latent nature of recovery satisfaction-that captures the diminishing returns by including the effects of compensation size (CS) and the square root of compensation size (CS 0.5 ).
Together, both variables determine the concaveness of the nonlinear effect and thus the hypothesized plateau. Data analysis was conducted using Mplus version 8 (Muthén and Muthén 1998-2017) .
In a first step, we assessed whether the hypothesized diminishing returns structure explained the data better than alternative models. Specifically, we compared the square root model (Table 1 , column A), to a linear, a quadratic, and a cubic model (not shown in the table).
Because this assessment results in comparisons of non-nested models, commonly used fit indices (e.g., chi-square difference test) do not provide meaningful results; instead, we assessed the models based on Bayesian Information Criterion, or BIC (Raftery 1995) and explained variance.
The square root model, which explains 54.3% of the variance in recovery satisfaction exhibits a substantially better fit than the linear (ΔBIC = 63.53, R² = .442), quadratic (ΔBIC = 17.44, R² = .519), and cubic (ΔBIC = 10.73, R² = .537) models. More importantly, the difference in BIC exceeds 10 for all models, which provides very strong evidence for superior fit of the square root model (Raftery 1995 ).
--Insert Table 1 about here--
After establishing the diminishing returns of compensation size on recovery satisfaction, we tested the hypothesized moderation of this effect by recovery form. As explained, the predictors CS and CS 0.5 jointly determine the concave curve progression. Additionally, the two variables are necessarily highly correlated, as one is calculated based on the other. Therefore, testing the moderating effect with two interaction terms (i.e., CS × recovery form, CS 0.5 × recovery form) is likely to produce biased estimates. Instead, we analyzed a multi-group SEM to jointly test for differences in the two predictors' parameters between ISR and GSR. First, we estimated a model that was fully invariant across the two groups ( To obtain a better understanding of how the concaveness differs between the two recovery forms, we used the path coefficients for CS and CS 0.5 to plot the two estimated curves.
Furthermore, we included the latent variable means for each compensation level, as estimated in a multi-group confirmatory factor analysis with a mean structure ( Figure 1 ). It is clear that for the GSR context, the increase in satisfaction yielded from additional compensation is smaller than the increase achieved in an ISR context. Thus, the rate at which the returns on compensation size diminish is greater and recovery satisfaction reaches a plateau at lower compensation levels for GSR than for ISR, supporting H1.
--Insert Figure 1 about here--Discussion
Study 1 confirms the nonlinear relationship between compensation size and recovery satisfaction as well as the moderating role of recovery form (GSR vs. ISR). That is, both curves feature a concave shape, but the curve for GSR is characterized by a stronger incline at low compensation values. The plateau occurs at a lower compensation size than in the ISR curve, which keeps growing with increases in compensation and reaches its saturation point at a higher compensation size, consistent with our expectations.
Study 2
Study Design and Method
The second study was again a 7 (compensation: €0, €75, €150, €225, €300, €375, €450) × 2 (GSR vs. ISR) between-subjects experiment. To assess the robustness and generalizability of the findings from Study 1, we used the same context (i.e., hotel), but recruited a broader sample, made changes to the employed scenario, and captured several control variables to serve as covariates in the analysis and to rule out alternative explanations, all of which we describe in detail next.
Procedure. We employed an online survey to allow for a more vivid description of the experimental scenario by including pictures and to ensure a standardized procedure for all participants. The study began by asking participants to imagine spending three nights at a hotel in another city for a total price of €450. We deliberately selected a higher priced context than in Study 1, which also resulted in higher absolute compensation amounts, to ensure that the findings are robust across various price ranges. The service failure pertained to the limited availability of the hotel's fitness and pool facilities. Instead of a service failure relating to the core service, Study 2 focused on a failure that affects peripheral aspects. Next, participants judged the severity of the service failure, to be included as a covariate, and were randomly assigned to one of the fourteen experimental conditions. The manipulations of the compensation amount and the recovery form, which were then presented, were similar to the ones used in Study 1, but were complemented with pictures and visualizations (e.g., hotel entrance, pool facility). Appendix A provides the detailed scenario descriptions. After the manipulations, participants responded to items capturing the dependent variable, the mediator, and the additional covariates.
To ensure that respondents carefully read the stimulus material, we used three manipulation and attention check questions at the end of the survey. Specifically, we asked participants to recall the price of the hotel ("What was the initial price for the three night hotel stay?" €150 / €250 / €350 / €450 / €550), the compensation amount ("How high was the compensation that the hotel manager offered?" He did not offer any compensation [€0] / €75 / €150 / €225 / €300 / €375 / €450), and whether it was a GSR or an ISR scenario ("The hotel manager's response…" …was referring only to me personally. / …was referring to all affected guests.).
Participants. In contrast to the student sample used in Study 1, we paid a German market was used to measure recovery satisfaction (Gelbrich, Gäthke, and Grégoire 2015) . Distributive justice was assessed using the four-item scale by Smith, Bolton, and Wagner (1999) . To measure failure severity, we employed a three-item scale from Maxham and Netemeyer (2002) . All scales exhibit satisfactory reliability and convergent validity scores, as illustrated in Appendix B.
Moreover, discriminant validity was supported, as each scale's average variance extracted (AVE) exceeds the squared correlations with the other two constructs (Fornell and Larcker 1981) .
In addition to the three latent constructs, we assessed age, gender, and the following control variables using single questions. The relevance of the service failure to respondents was captured by asking whether they would use a hotel's fitness and pool facilities in real life (7-point scale, anchored by "absolutely not" and "absolutely"). This variable was included to account for possible differences in reactions depending on whether the service failure affects a service aspect that respondents view as an integral part of their stay. Complaint experience ("How often have you complained to a company about a problem with a service?") and recovery experience ("How often have you received compensation from a company in reaction to a complaint?"), measured on a 7-point scale (1 -"never", 7 -"very often"), were included to account for possible internal reference points that respondents may use when assessing the compensation (Gerber, Wheeler, and Suls 2018) and because previous experience with complaint and service recovery can create expectations about future recovery situations and thus reduce the impact of other reference points such as the compensation delivered to other customers (Seta and Seta 1992) .
Common Method Variance. Because we collected data from the same respondents at the same point in time, the possibility of common method bias was considered as recommended by Podsakoff et al. (2003) . As procedural remedies, respondents were encouraged to answer honestly and informed that there were no right or wrong answers. To reduce potential common method variance we captured recovery satisfaction on an 11-point scale and distributive justice on a 7-point scale, adhering to Gelbrich, Gäthke and Grégoire's (2015) work. To assess whether common method variance impacted the obtained results, we employed the marker variable technique (Lindell and Whitney 2001) . As a marker variable that is theoretically unrelated to the focal variables, we captured respondents' agreement to the statement "On social media (e.g., Facebook), I react to other messages politely and respectfully, even if they are impolite or insulting." In a confirmatory factor analysis, we regressed each of the items measuring one of the three latent constructs (i.e., recovery satisfaction, distributive justice, and failure severity) on the marker variable and compared the results to a model in which the loadings of the marker variable were set to zero. The two models did not differ in model fit (∆² (10) = 15.245, p = .123) and the correlations between the latent constructs were not affected by including the marker variable.
Moreover, when we included the marker variable in the estimations required for hypothesis testing, the results remained consistent, with only minor differences in some of the path coefficients. Overall, we thus judged that common method variance did not bias our results.
Results
In order to test for the hypothesized moderated and mediated nonlinear effects of recovery compensation, we again analyzed a multi-group SEM using Mplus (Muthén and Muthén 1998-2017) . The independent variables were CS, the CS 0.5 , the recovery form, and the covariates (i.e., age, gender, failure severity, failure relevance, complaint experience, and recovery experience).
For recovery satisfaction, the model estimation revealed a good fit to the data, as shown in Table 2 , column A. Together, the negative path coefficient for CS and the positive path coefficient for CS 0.5 reveal diminishing returns, in line with the findings from Study 1. 2 To assess the hypothesized moderation of this effect by recovery form, we again analyzed a multi-group SEM to compare a constrained model, in which all structural paths were set invariant (Table 2, column B), to a model in which the structural parameters were freely estimated across the two groups ( Table 2 , column C). The partly unconstrained model exhibited a better fit across various indices. A chi-square difference test revealed that the partly unconstrained model fit the data better than the multi-group invariant model (Δχ² (3) = 20.645, p < .001). Additionally, a Wald test indicates that the two path coefficients for CS and CS 0.5 on recovery satisfaction differs across the two groups (Wχ² (2) = 19.129, p < .001). Overall, the results provide evidence that the concaveness of the curves predicting recovery satisfaction based on compensation differs between the GSR and ISR contexts.
-Insert Table 2 and Figure 2 about here-
Based on the partly unconstrained multi-group analysis results, we plotted the two nonlinear functions, depicted in Figure 2 . This plot illustrates that for GSR, the effect of compensation size on recovery satisfaction exhibits a more concave pattern than for ISR. For GSR, the level of satisfaction reaches a plateau at substantially lower compensation levels than for ISR. These findings are consistent with Study 1's findings and support H1.
Before testing the hypothesized mediating effect of distributive justice, we conducted individual analyses for this variable, which appear in Table 3 . Similar to recovery satisfaction, compensation size exhibits diminishing returns to distributive justice (see Table 3 , column A).
3
The multi-group SEM results, shown in columns B and C of 
-Insert Table 3 and Figure 3 about here-
The comparison between the two recovery forms, illustrated in Figure 3 , reveals that for GSR, compensation size produces greater diminishing returns than for ISR. In line with the results for recovery satisfaction, a plateau is reached at a lower compensation size for GSR compared to ISR.
Finally, we analyzed the proposed mediation via distributive justice with a multi-group path analysis using bootstrapping with 10,000 samples. To test for differences between the two recovery forms, we compared the fit of a constrained model, in which all structural paths were set invariant (χ² (144) = 316.182, χ²/df = 2.196, CFI = .973, TLI = .971, RMSEA = .064 [90% CI: .055 .074], SRMR = .040, BIC = 13,124.08), to the fit of the hypothesized model in which the structural parameters for CS and CS 0.5 were freely estimated across the two groups (see Figure 4 ). The latter model fits the data better than the former invariant model (Δχ² (6) = 24.948, p < .001). According to a Wald test, the path coefficients of CS and CS 0.5 on distributive justice and recovery satisfaction differ across the two groups (Wχ² (4) = 23.254, p < .001). As shown in Figure 4 , and in agreement with H2, distributive justice acts as a mediator for the nonlinear effects of compensation size on recovery satisfaction in both GSR and ISR contexts. It is notable, however, that the direct effects of compensation (i.e., CS and CS 0.5 ) remain, thus indicating a partial mediation of distributive justice.
-Insert Figure 4 about here-
We also tested for differences in the indirect and the total effects of CS and CS 0.5 on recovery satisfaction, as suggested by Ryu and Cheong (2017) . The results indicate that the indirect nonlinear effect of compensation size on recovery satisfaction via distributive justice differs between GSR and ISR (Wχ² (2) = 10.725, p < .01). Similarly, the total nonlinear effect, comprised by the direct effect and the indirect effect via distributive justice, is different (Wχ² (2) = 19.258, p < .001). Thus, the diminishing returns on compensation size to recovery satisfaction via distributive justice are greater in a GSR context than in an ISR context. This is evidenced by the greater negative indirect and total effects of CS in combination with the greater positive indirect and total effects of CS 0.5 . That is, when a GSR is used, the returns on recovery compensation diminish at a greater rate and satisfaction reaches a plateau at lower compensation levels than when ISR is used, with distributive justice providing the explanation of this effect.
Discussion
Overall, the results of Study 2 validate the findings of Study 1. We find support for the hypothesized diminishing returns on compensation regarding recovery satisfaction as well as the moderation of this effect by recovery form. In addition to replicating the findings, Study 2 provides evidence for the robustness of the results, due to the broader sample, a different type of failure, and the included covariates. Moreover, we tested for the hypothesized role of distributive justice in explaining the effects we uncovered for recovery satisfaction (H2). Our findings indicate that after experiencing a group service failure, consumers who subsequently receive a GSR perceive lower compensation levels as fairer than individuals who receive an ISR.
However, the increases in distributive justice due to higher compensation size are relatively small in GSR, thus creating a plateau, whereas in ISR, increases in compensation size lead to more gains in distributive justice.
General Discussion
After experiencing a service failure, customers often receive remuneration (Mattila 2001) .
How generously service firms should compensate customers in different failure situations and with different recovery forms is not well understood (Gelbrich, Gäthke, and Grégoire 2015) . This research seeks to specify how service recovery following a group service failure can achieve higher customer satisfaction by accounting for compensation size (i.e., costs) and recovery form.
Across two studies, we find evidence for a moderating effect, indicating that compensation levels and recovery forms should be considered together rather than in isolation. The results confirm prior research that more compensation results in higher customer satisfaction (Smith, Bolton, and Wagner 1999) , but that the relationship between compensation size and customer satisfaction is not necessarily linear (Gelbrich, Gäthke, and Grégoire 2015; Hess, Ganesan, and Klein 2003) .
For a range of compensation from 0% to 100% of the price of the failed service, the curve between compensation size and satisfaction was concave in our two studies. Thus, our results align with previously found diminishing returns on compensation regarding recovery satisfaction (Gelbrich, Gäthke, and Grégoire 2015) .
Importantly, we also show that recovery form moderates the effect of compensation on recovery satisfaction. After a group service failure, the shape of the compensation-satisfaction curve depends on the delivery of the compensation, as either a group service recovery or an individual service recovery. For a GSR, a strong increase in satisfaction results from raising compensation at lower ranges. However, saturation occurs, and no further improvement in satisfaction results from higher amounts of compensation. For an ISR, the pattern differs and compensation increases recovery satisfaction even at higher levels of compensation, although diminishing returns are observed in this context as well.
The moderation results can be explained by the availability of social comparison information in the group service recovery condition. In social comparison theory terms, customers prefer to evaluate their situation or outcome using objective and nonsocial standards;
however, if no such objective information is available, then customers will compare their situation or outcome against that of other (affected) customers (Gerber, Wheeler, and Suls 2018) .
Knowing that other customers receive the same amount of compensation creates a lateral social comparison. This comparison indicates the fair treatment of the customer and quickly leads to a certain level of satisfaction, but satisfaction does not increase with further enhancements to compensation. More compensation fails to prompt greater satisfaction because the social comparison with the other customers is the most salient aspect during the group service recovery situation. For individual service recovery situations, no social comparison is available, so customers can rely only on the compensation they received to assess its fairness. Further, our final assessment indicates that distributive justice provides an explanation as to what drives the ISR and GSR difference effects.
Additionally, although not hypothesized, our results contradict prior assumptions that group service recovery always leads to higher satisfaction in economic recovery settings (Zhou et al. 2013 (Zhou et al. , 2014 . The positive effect of a group service recovery on recovery satisfaction receives support only at low compensation levels (i.e., 17% and 33%). At high compensation levels (i.e., 83%), the opposite pattern emerges. 4 Moreover, while the effect of recovery form is specific to the compensation size, we note that at mid-compensation levels in both studies (i.e., at 50% and 67%), there are no differences in recovery satisfaction between GSR and ISR strategies.
Thus, these mid-range levels appear to form a zone of tolerance or indifference (cf. Johnston 1995; Zeithaml, Berry, and Parasuraman 1993) in which recovery satisfaction is not dependent on GSR/ISR effects.
Managerial Implications
Service firms may try to avoid compensating aggrieved customers or keep compensation costs low (Aula 2010; Estelami 2000) , but if they do not understand how compensation size and recovery framing affect customer recovery satisfaction, they may make suboptimal allocation decisions. Our findings have implications for how service managers should frame recovery efforts after group service failures (as a group service recovery or individual service recovery) and the amount of compensation they should offer. Our findings suggest that after group service failures, firms should frame service recoveries as either a group service recovery or an individual service recovery in coordination with the amount of compensation that the firm can offer (i.e., depending on the resources allocated to service recovery efforts) and depending on the number of affected customers. If only moderate compensation is offered, a group service recovery results in maximal customer satisfaction; if higher compensation levels are desirable, an individual service recovery would result in maximal customer satisfaction. Whether framing the service recovery or adjusting the compensation size is more preferable depends on which variable the service provider can influence most effectively. If both can be managed equally well, service firms can decide between a cost-efficient (low-medium compensation as a group service recovery) or a satisfaction-maximizing (high compensation as an individual service recovery) strategy.
More importantly perhaps, our findings demonstrate that, compared with an ISR, a GSR enables service providers to attain higher levels of recovery satisfaction at lower compensation levels. Therefore, ceteris paribus, GSR is a better option than ISR. However, we caution against applying a blanket approach here because the advantage of lower costs (i.e., less money paid for compensation) should be considered in combination with the group size that needs to be compensated. In other words, compensating a few customers with €100 each might still be cheaper than compensating many at €25 each.
Further, given a zone of tolerance or indifference relative to mid-range compensation levels, these findings suggest that firms study and assess their customers' zones of tolerance as to recovery compensation levels. With this information, firms may find that customers are indifferent as to how compensation is delivered (i.e., GSR versus ISR) at mid-range compensation levels; thus, lower compensation levels might suffice and could help to maximize profits while maintaining equivalent recovery satisfaction levels.
In line with increasing research on methods to determine returns on marketing activities (e.g., Hamilton et al. 2017) , service firms may be interested in assessing the return on the compensation they offer using different recovery forms. Our findings should encourage service firms to track their customers' recovery satisfaction across these specific variables. For example, they could email customers a link to a short survey that asks them to report on their service recovery experience after either a group service recovery or individual service recovery, at varying compensation sizes. Such a fine-grained analysis could help firms determine the optimal compensation size. In a parallel effort, service firms could log service failures and customers' responses to compensation in customer databases. Then they can better determine customer profitability and whether to adjust the compensation size offered to a given customer. Extant research suggests the usefulness of differentiating customer groups in relation to recovery efforts; Gelbrich, Gäthke, and Grégoire (2016) indicate that when a service firm offers higher compensation, strong (vs. weak) relationship customers may exhibit greater recovery satisfaction.
Limitations and Further Research
Several limitations to our study should be noted. First, we gathered our data with two written scenarios involving fictitious service providers. With this approach, we could control what information study participants received. A field design using a real service provider would represent a less abstract situation for participants and improve the external validity of the experiments.
Second, the service failures presented in these scenarios were one-off incidents and relatively moderate failures. Noting that failure severity in Study 2 was generally significant as a covariate, it is safe to say that the compensation-satisfaction curve progressions for group service recovery and individual service are likely to differ based on failure severity as well as for situations involving repeated service failures with the same provider. Continued studies should consider different failure levels and repeated service failures.
Future studies should also examine the effects of other important mediators, such as the effect of the customer's perceived controllability of the failure (Choi and Mattila 2008) , the customer's involvement with and loyalty to the firm, and possible contextual effects, such as recovery time (Hogreve, Bilstein, and Mandl 2017) , on the compensation-satisfaction link.
Additionally, it would be worthwhile to consider other mediators, such as individual differences (e.g., personality variables such as self-efficacy or sensitivity to environmental stimuli and other demographic variables, such as income or education), as well as potential situational effects (e.g., perceived scarcity; Seta and Seta 1992 Fourth, we only considered distributive justice as a mediator for the effects of compensation on recovery satisfaction. This focus was based on the notion that group versus individual service recovery mainly leads to differences in social comparison effects, which should be reflected in distributive justice perceptions. However, depending on the implementation of both types of service recovery (e.g., group service recovery in the presence/absence of other customers), interactional and procedural justice perceptions may also be affected and should be considered in future studies.
Finally, our research is premised on the assumption that aggrieved customers who receive compensation will evaluate their compensation through social comparisons with relevant referents. While we varied the size of the compensation received by all aggrieved customers in the experiments, we did not manipulate the size of the compensation that the other customers received. Further study of the relationship between compensation size and recovery satisfaction in conditions of lower and higher compensation for other customers can help us understand better how customers' recovery satisfaction is shaped.
Appendix A. Experimental Stimuli
Group service recovery Individual service recovery
Study 1
Introduction: You stay in a hotel during a short vacation for a price of €60. Your room is close to the hotel's breakfast area. You wake up at 4:30 a.m. due to loud noises and can't go back to sleep. Later during breakfast, you learn that other guests were affected by the noise as well. The noise was due to the hotel's breakfast preparations. You go to the hotel reception to complain. You leave your address and get reassured that you will be contacted. 
Study 2
Introduction: Imagine that you are spending an extended weekend in another city. For that reason, you booked three nights in a hotel for a total price of €450. The price includes access to the hotel's fitness center and pool. When you booked the hotel on the Internet, you saw that other customers evaluated the fitness center and the pool very positively. You are very much looking forward to using these facilities extensively during your stay. On the day after your first night you want to use the fitness center and the pool. However, you find that in the gym, four of the five cross trainer machines are out of order. One cross trainer and the only available treadmill are currently being used by other guests. Two more guests are already waiting for the machines to become available again. In the weights section, several machines are also not usable. Moreover, you overhear three guests talking about the pool currently being out of order for maintenance. On your third and fourth day of your stay, most of the fitness machines and the pool are still unusable. On the day of your departure, you go to the reception to pay the bill. When the hotel employee asks if you were satisfied with your stay, you complain about the limited availability of the fitness center and the pool. You point out that, after all, your total price of €450 included the fee for using these facilities. The employee apologizes for the problems and calls the hotel manager. The manager tells you: Note. Recovery form dummy-coded as GSR = 1 and ISR = 0; Unstandardized path coefficients. *** p < .001, ** p < .01, * p < .05, † p < .10 Note. Recovery form dummy-coded as GSR = 1 and ISR = 0; Unstandardized path coefficients. *** p < .001, ** p < .01, * p < .05, † p < .10 0.5 : .719***
